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A real world analysis of payment per unit time in a
Maryland Vascular PracticeThis article reviews reimbursement over time for vascu-
lar procedures in a practice that performs open and endo-
vascular intervention.
The Centers for Medicare and Medicaid Services (CMS)
changed payment from the “customary, prevailing, and rea-
sonable” charge to a standardized schedule called the Re-
source Based Relative Value Scale (RBRVS) in 1992. This
system was created to better manage and compare medical
treatment and intervention across specialties using a basic
element termed the Relative Value Unit or RVU. All proce-
dure codes within the CPT manual have an assigned quantity
of RVUs. The value for each code is based on the amount of
physician work, practice expense, and malpractice incurred in
performing each procedure described. The allocated values for
each of the three components listed above are totaled and
then, at least for Medicare beneficiaries, multiplied by a vari-
able referred to as the “conversion factor” which is deter-
mined every year by Congress. Many private payers use the
RBRVS system for their own fee schedules with a different
conversion factor based on a percentage of the congressionally-
determined value. Medicare reimbursement is also tied to the
cost of living in each region. Therefore, CMS has broken
down the United States into districts that each has a Geo-
graphic Practice Cost Index (GPCI) which alters payment
based on the economy in the location that a medical practice
serves.
Work RVUs are calculated based on time, technical skill,
physical effort, mental judgment, and potential risk. The
American Medical Association/Specialty Society Relative
Value Scale Update Committee (otherwise known as the
RUC) meets three times per year and helps establish values
using the above listed factors for each CPT code looking at
pre-service, intra-service, and post-service work. Their recom-
mendation is forwarded to CMS who makes a final determi-
nation that is published in the Federal Register in early
November for the following fiscal year. The majority of RUC-
determined values are unaltered (90% or more on average).
Practice expense is determined based upon the clinical
time, medical supplies, and equipment necessary to complete
a procedure. Practice expense for some procedures is different
based on the site of service with values of a given CPT code
differing in the “facility” and “non-facility” locations. For
example, interventional procedures done in a hospital are
reimbursed at the “facility” rate. Reporting inpatient endovas-
cular therapies to an insurance carrier translates into profes-
sional fee reimbursement only. The hospital’s expenses are
compensated using different methodology. On the other
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1110hand, “non-facility” corresponds to an outpatient setting such
as a physician office. Procedures that are performed in an office
location are subject to a “site of service differential” because
the overhead incurred by the practice is much higher. Reim-
bursement for each CPT code includes the professional fee for
performing the intervention as well as additional operating
costs on the technical side that include rent, radiology imaging
equipment, disposables, nursing staff, and medications. The
further overhead is offset by higher practice expense assigned
to many CPT codes in the “non-facility”. It is important to
remember that the physician work and the malpractice ex-
pense do not differ based on site of service.
Malpractice RVUS (also called professional liability
insurance RVUs) are based on the liability imposed on the
physician to undertake a patient assessment or intervention.
Medicare is required to review and adjust the malpractice
RVUs no less than every 5 years by statute. Recently,
significant updates were implemented including a marked
decrease in quantity of malpractice RVUs assigned to the
technical component of vascular ultrasound studies.
In 2008, the sum total of physician work, practice ex-
pense, and malpractice RVUs multiplied by the conversion
factor and GPCI did not correspond to the actual compensa-
tion realized in care of Medicare beneficiaries. A “negative
work adjuster” of 11.94% was applied to every CPT code’s
work RVU content in the year 2008 when reimbursement was
computed by CMS. Calculations for remuneration of proce-
dures in that year utilize 88.06% of the work RVUs outlined in
the 2008 year Medicare Physician Fee Schedule with no
alteration in practice expense and malpractice RVUs. The
anesthesia conversion factor increased as did the reimburse-
ment for evaluation and management encounters (termed
E&M) such that all other procedural coding was lowered
using the negative work adjuster to remain budget neutral.
However, in 2009, that negative work modification was trans-
ferred to the conversion factor itself from the work RVU
component. The conversion factor was therefore cut by 5.3%.
Any procedure that had a comparably high quantity of work
RVU content saw a relative increase in reimbursement in
2009 from 2008, whereas any procedure with high practice
expense content (e.g., office-based vascular laboratory ultra-
sound or venous ablation) saw a significant reduction. In 2010
and beyond, the conversion factor is changing even on a
month to month basis while the fate of the Sustainable
Growth Rate (SGR) formula is debated by congressional
leaders.
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